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Foreword 
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I chose this research topic after reading the Three Realms Theory by Vosselman et al. (2009), which 
describes interactions between the relational realm, the contractual realm and the operational realm in 
partnering. In supply chains all aspects of the Three Realms Model are present. Since it is my assumption 
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operational realm to the contractual realm.  With this research I have studied that question.     
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Summary 
 
It is the researcher’s assumption that future competition will be between supply chains rather than 
individual companies and therefore supply chain integration is essential to achieve. The interactions in a 
supply chain can best be described by the Three Realms Theory by Vosselman et al. (2009). It describes 
interactions between companies on relational, contractual and operational dimensions, also called the 
three realms. The interactions between the three realms were expected by the researcher to vary in 
different stages of supply chain integration. It was also the researcher’s expectation that variations in 
different stages of supply chain integration were easiest found in contracts. This led to the following 
research question “What are the differences between contracts of internally integrated companies in supply 
chains versus contracts of externally integrated companies in supply chains?”, which is answered in this 
report.  
 
The research was performed in six steps, in which three sub-questions were answered. The first step was 
an exploration phase by literature study (Chapter 2) to get insight in all aspects that need to be considered 
in a partnering contract in a supply chain. Here fore 75 references were studied. The literature study 
explored the areas of supply chain management, partnering and contracts. It was found that supply chains 
evolve in time and have different characteristics in every stage. The main differences are: 1) the 
orientation of the companies in the supply chain, which goes from transition focused, via company 
focused to intercompany focused, and 2) the kind of partnership, which evolves from short-term 
relationships via long-term relationships to strategic alliances, and the coupled relationship management. 
It was also found during the literature study that relationship management plays an important role when 
establishing those relations. The literature study gave an answer to the first research question: Which 
aspects need to be considered in partnering contracts in supply chains?  
 
Another finding was that according to Ariño and Reuer (2004) both a legal contract and a psychological 
contract are necessary for the satisfactory development of an alliance, where a balance between formal 
and informal aspects of contracting is desirable. A well-managed contracting process can produce both a 
tight legal contract that sets specific terms and ways to adapt under a number of contingencies, and a 
psychological contract that allows the parties to reach mutually satisfactory agreements when facing 
unforeseen circumstances.  
 
The literature study led to a theoretical model on all aspects that need to be taken in to account in a 
partnership contract, hereafter called contract attributes. In total 57 contract attributes were found. The 
model which was constructed by the researcher, consists of seven coherent categories:  
1) Roles and Responsibilities (7 contract attributes)   
2) Cooperation (25 CA)  
3) Purpose/Objective (4 CA)  
4) Leadership and Management (6 CA)  
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5) Interpersonal Interaction (7 CA) 
6) Communication (2 CA)  
7) Environmental/Fit (6 CA) 
The first three categories contain hard contract attributes, 4 through 6 soft contract attributes, and 
category 7 are external attributes that need to be taken into account in a contract.  
 
With a theoretical model in place empirical research had to be performed in order to proof the existence 
of different attributes to contracts used in different integration stages of supply chains. This was done 
with data from four case studies. The case study data was achieved by semi-structured interviews; the 
basis for the interview questions was the theoretical model. The data was then analyzed (Chapter 4) and 
enabled answering sub-question 2: What are attributes of contracts between internally c.q. externally 
integrated companies in supply chains and what are the differences? and sub-question 3: Can factors be 
found in e.g. the company or partnering environment, which are explanatory for the differences found? 
The final step was the conclusions and recommendations phase (Chapter 5).    
 
The research found only marginal differences between contracts of internally integrated companies and 
externally integrated companies. On category level, no differences were found between internally and 
externally integrated companies’ contracts. On contract attribute level however, differences were found, 
mainly in the categories with hard contract attributes. Since the contract attributes from those categories 
scored ambiguous, it is with these study results not possible to be conclusive on the applicability of these 
individual attributes.  
 
From the seven established contract attribute categories, the research showed that in general attributes 
from four categories are addressed in both contracts of internally and externally integrated companies. 
These are Roles and Responsibilities, Cooperation, Objective and Communication. It can thus be said that 
these four categories are addressed in contracts. In both cases with a long contract period one contract 
attribute from category Environmental/Fit was found, but generally the contract attributes from that 
category were not found in either internally and externally integrated companies’ contracts. Thus that 
category is partly considered in contracts. The contract attributes from category Leadership and 
Management and Interpersonal Interaction scored consistent being absent from the contracts. Thus at 
category level it can be said that these categories are not taken into account in contracts.  
 
It was found in the literature study that the main difference between internally and externally integrated 
companies’ contracts was the kind of partnership and corresponding relationship. That is dealt with in 
category Interpersonal Interaction. The research indicated that this category is not addressed in present 
contracts. This is a possible explanation for the absence of the expected differences in the contracts.  
 
The research also found that several factors need to be taken into account in a contract. These are the 
market segment the contract is executed in, the mutual dependence of both parties on each other and the 
contract period. 
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It is recommended that more research be performed in this field of study in order to explore the subject 
further. Another recommendation that is made is that both a legal and a psychological contract should be 
in place in integrated supply chains in order to accommodate for all attributes that play a role in the 
contract, not only hard attributes but also the soft attributes related to relationship management, which 
plays such a critical role in integrated supply chains.  
 
Reflecting on the research results, some questions arise. A first set of questions addresses externally 
integrated companies. Perhaps externally integrated companies only exist to be beneficial for the 
company itself rather than the supply chain as a whole, thus in fact being internally integrated. Or perhaps 
they can only exist when companies are not in a supplier-customer relationship, but equally balanced as 
partners in a supply chain with the same stakes in that supply chain. Or even stronger, can truly externally 
integrated companies exist or can they only exist in theory?  
    
The Three Realms Model by Vosselman et al. (2009) was also reflected on. This led to the Revised Three 
Realms Model, with a redefined contractual realm. The redefined contractual realm consists of two parts: 
a legal and a psychological contract. The part of the legal contract has interactions with the operational 
realm but only as boundary setting, where the content of the legal contract is defined by among others 
environmental factors. The part of the psychological contract has interactions with both the operational 
and relational realm. The Revised Three Realms Model gives better insight into the real dynamics between 
the operational, relational and contractual realm. 
 
The Revised Three Realms Model then again brings about another question: “Do the operational and the 
relational realm consist of two complementary parts as well?”  
 
A last remark can be made. If more integration is not found in different attributes for internally and 
externally integrated companies’ contracts, where is it found? Is it only found in soft aspects, which are 
currently not defined in a contract? Or is it found by how operational attributes are defined in the 
contract? Thus how it is defined becomes the important factor? Or is it found somewhere else, such as in 
operational procedures or in the minds of all actors in the integrated supply chain? More research is 
needed to find the difference between internally and externally integrated companies: differences that in 
this research were not found in the contracts.  
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Definitions 
Communication 
Two-way process of reaching mutual understanding, in which participants not only 
exchange information but also create and share meaning. 2 
Contract 
 
A contract outlines the roles and responsibilities of each party, the allocation of 
decision and control rights, the planning for various contingencies, how the parties 
will communicate, and how to resolve disputes (Argyres and Mayer, 2004). 
Contract attribute 
An individual element, agreement or consideration that represents a certain topic 
of a contract. 
Cooperation The process of working together to the same end. 
Corporate Purpose 
General objectives of a firm, as listed in its articles of incorporation or 
memorandum of association. 2 
Environmental/Fit 
Environmental fit demands that organizations match their structures and processes 
to their external settings (Miller, 1992). 
Externally integrated 
company 
An externally integrated company realizes the strategic importance of materials 
management and operations and extends its management efforts beyond 
company’s borders (Demeter et al., 2003). 
Hard factor Aspects that tangible agreements will be made on and can be measured. 
Internally integrated 
company 
An internally integrated company has recognized the strategic importance of the 
field and has a company-focused orientation while managing it (Demeter et al., 
2003).   
Interpersonal 
Interaction 
Interpersonal interaction encompasses all types of contact between people. 
Leadership 
1) The activity of leading a group of people or an organization, or the ability to do 
this, 2) The individuals who are the leaders in an organization, regarded 
collectively.2 
Management 
1) The organization and coordination of the activities of an enterprise in 
accordance with certain policies and in achievement of defined objectives, 2) The 
directors and managers who have the power and responsibility to make decisions 
to manage an enterprise.2 
Objective 
An end that can be reasonably achieved within an expected timeframe and with 
available resources.2 
Psychological 
contract 
A (tangible) contract that allows the parties to reach mutually satisfactory 
agreements when facing unforeseen circumstances (Ariño and Reuer, 2004). 
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Responsibilities 
A duty or obligation to satisfactorily perform or complete a task that one must 
fulfill, and which has a consequent penalty for failure.1 
Roles 
A prescribed or expected behavior associated with a particular position or status in 
a group or organization.1 
Soft factor 
Aspects that are not tangible but play an important role in the partnering but play 
an important role in the partnering. 
 
 
 
                                                                    
 
1
 www.businessdictionary.com 
2
 See footnote 1 
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Abbreviations and Acronyms 
 
CDC Commando Diensten Centra 
DMO Defensie Materieel Organisatie 
DVD Defensie Vastgoed Dienst 
GATT General Agreements on Tariffs and Trade 
NL MoD Netherlands Ministry of Defense 
OEM Original Equipment Manufacturer 
ROI Return on Investments 
RM Relationship Marketing 
SAFAR Strategic Alliance Formative Assessment Rubric  
SCI Supply Chain Integration 
SCM Supply Chain Management 
SCO Supply Chain Orientation 
UAV-GC Uniforme Administratieve Voorwaarden voor geïntegreerde contractvormen 
WTO World Trade Organization 
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1. Introduction 
1.1  Motivation 
 
Supply chains have gradually evolved in time. It is the researcher’s opinion that supply chains will evolve 
even further and will integrate more and more, since integration has become easier with technological 
developments and necessary with globalization of markets. In the end only highly integrated supply 
chains will survive, since they are able to distinguish themselves from others because the integration of 
their supply chain has led to optimization of the way their products have been put forward to the market 
compared to products of non-integrated supply chains. Thus competition in the future will be between 
supply chains and not between companies, and supply chain integration is expected to become a key 
factor for success of a supply chain. With integration is meant: focus on the total supply chain (a two-sided 
partnership with equal interests) instead of sub-optimizing by focusing on each company individually 
while working together, but separately in a supply chain. How one gets to true integration between 
companies in supply chains is therefore an interesting field of study.  
 
Vosselman et al. (2009) describe in their Three Realms Theory the interactions between the contractual, 
operational and relational realm in cooperation or partnering situations. Taking into account the nature of 
impact of business integrations, changes in all three realms are logically expected when integrating. Next 
to that, it was the researcher’s assumption that depending on the level of integration in a supply chain 
different contract elements were used, thus that integration would have an strong effect on the 
contractual realm: in contracts and agreements. Questions that therefore lie at the bottom of this thesis 
were: “What elements can be distinguished in contracts in order to get to know the aspects to which one 
has to comply to get to integrated supply chains?”, “Do differently integrated supply chain models have a 
different contract or different contract elements?” or more specific “Do contracts and agreements between 
companies in a less evolved supply chain differ from companies in supply chains that are more integrated, 
and can those differences be related to their developmental supply chain stage?” 
 
With this study a start is made with research into contracts in differently integrated supply chains, 
focusing only on the differences in contracts. Not on the need for a different contract style in differently 
organized supply chains, or on the operational realm. With the variations known, a step is made in the 
research into achieving supply chain integration.    
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1.2 Objective 
 
Little information is known about contract variants in differently integrated supply chains. The research 
aims to contribute to the development of theory on that matter, thus it is theory-oriented, and is 
explorative and qualitative of nature. The objective of this research is to find the established elements of 
contracts of companies in differently integrated supply chains and to contribute to theory about contracts 
in different business models in supply chains. The research will lead to findings on which elements and 
aspects can be found in different supply chain contracts, if any variations exist. These findings can be used 
in further theory building on supply chain contracts, and in turn on supply chain integration. The research 
can be used as a starting point for more elaborate research on this subject, which once fully explored, will 
contain recommendations for persons pursuing supply chain optimization.  
 
1.3 Research Question  
 
The global research question of this thesis was defined as: “What are the differences between the contracts 
of companies in a supply chain without optimized chain focus (one-sided partnership) versus contracts in a 
supply chain with chain focus (two-sided partnership)?”   
 
In order to be able to answer this research question, several sub-questions were defined: 
 
1. Which aspects need to be considered in partnering contracts in supply chains?  
 
This sub-question could only be answered after exploring elements from the research question.  
These led to the following sub-sub-questions:  
a. What is supply chain management?   
b. What is partnering? 
c. What is a contract? 
 
2. What differences can be identified between contracts of companies in a supply chain without 
optimized chain focus versus contracts in a supply chain with chain focus? 
 
3. Can factors be found in e.g. the company or partnering environment, which are explanatory for 
the differences found? 
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1.4 Research Model and Report Outline 
 
The research consisted of 6 steps and is described in this report in 6 chapters. The first step consisted of 
the definition of a research subject and a broad research question (Chapter 1).  
 
After this step, an exploration phase by literature study (Step 2) was performed to be able to answer sub-
question 1, thus to get insight in what aspects need to be considered in contract, by looking into several 
theories on supply chains, partnering and contracts (Chapter 2). The exploration phase was used to 
formulate a theoretical model on aspects that need to be considered in a contract, in this study called 
contract attributes, which could be used in the empirical research. Relevant work was reviewed and 
definitions were found. In order to ensure a proper literature study only scientific papers were used. The 
following topics were reviewed: supply chain management, partnering and strategic alliances, contracts 
and contract management, and relationships and relationship management. An answer was found to sub-
questions 1, and sub-sub-question a through c.  
 
The literature study led to expanded knowledge on the research subject, which allowed the research 
question to be narrowed down in Step 3 (Chapter 3), focusing on the differences between internally and 
externally integrated companies’ contracts in supply chains2. 
 
In Step 4 the empirical research method was determined and described (Chapter 3). 
 
In Step 5 data for the empirical research was gathered and analyzed (Chapter 4). The theoretical model 
from the exploration phase was used in empirical research. Data was gathered for the empirical research, 
which allowed comparison of internally and externally integrated companies’ contracts. This was done by 
case study research. Once the case studies were complete, the results were studied. This led to insight in 
the elements making up contract attributes for internally and externally integrated companies. Also an 
explanation for the differences found was addressed. During this step, sub-questions 2 and 3 were 
answered.  
 
In the final step (Step 6) the research conclusions were drawn (Chapter 5) and recommendations for 
further research were derived thereof.  
 
This report is concluded in Chapter 6 with a reflection on the research product and research process. In 
the report also a summary is incorporated for a quick overview of the research.  
 
 
                                                                    
2
 The concept of internally and externally integrated companies will be explained in Paragraph 2.1. 
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2 Exploration Phase: Literature Study 
 
In this chapter the results from the exploration phase are described. The exploration phase gave insight in 
theory relevant to the research question. Sub-question 1 (Chapter 1) is answered in this chapter. In 
Paragraph 2.1 the subject of supply chain management is discussed. As the term partnership is an integral 
part of supply chain management and its true success, this will be elaborated on in Paragraph 2.2. The 
concept of contracts and its contents will be clarified in Paragraph 2.3. The last topic discussed is 
relationship management in Paragraph 2.4. The chapter ends with conclusions in Paragraph 2.5. 
 
2.1 Supply Chain Management 
 
In literature several definitions on supply chain management (SCM) exist. The term supply chain 
management first appeared in 1982.  However, the fundamental assumptions on which SCM rests are 
significantly older and date back to the 1960’s. Research done by Mentzer et al. (2001) indicates that 
although definitions of SCM differ across authors, they can be classified into three categories: 1) a 
management philosophy, 2) implementation of a management philosophy, and 3) a set of management 
processes. The latter actually being supply chain orientation (SCO), which is out of scope for this study.  
 
One definition is supply chain management is the systemic, strategic coordination of the traditional 
business functions and the tactics across these business functions within a particular company and across 
businesses within the supply chain, for the purposes of improving the long-term performance of the 
individual companies and the supply chain as a whole (Mentzer et al., 2001). Mentzer et al. (2001) define 
the goals of SCM as the lowest total process costs, increased customer value and satisfaction, and 
ultimately competitive advantage. In short, Banihashemi (2011) says the objective of SCM is to maximize 
the value in the supply chain. The value a supply chain generates is the differences between what the final 
product is worth to the customer and the costs that supply chain will incur to fulfill the customers’ request 
(Marcus, 2010).  
 
Cooper et al. (1997) state there are four commonalities found in literature on SCM: 
1) It evolves through several stages of increasing intra- and inter-organizational integration, and it 
spans the entire chain from initial source to ultimate customer; 
2) It potentially involves many independent organizations. Thus managing intra- and inter-
organizational relationships is of essential importance; 
3) It includes the bi-directional flow of products (materials and services) and information, the 
associated managerial and operational activities; 
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4) It seeks to fulfill the goals of providing high customer value with appropriate use of resources, 
and to build competitive chain advantages.   
 
Although there exist several opinions on SCM, the thing researchers agree on is that in order to achieve 
the full potential of the supply chain, all functions and business processes need to be involved (a.o. Cooper 
et al. (1997), Mentzer et al. (2001), Bowersox (2010)). Illustrated in Figure 1 is a model for all aspects of 
SCM by Mentzer et al. (2001). Next to involvement of all participants in the supply chain, they should be 
committed to the same goals.  
 
 
Figure 1: A Model of Supply Chain Management (Mentzer et al., 2001) 
 
2.1.1 Stages in SCM Development 
 
Supply chains are not static, they evolve in time. On the basis of literature Demeter et al. (2003) have 
raised four dimensions that are common in today’s SCM. These are as follows: 1) increasing strategic role 
of operations and operations management, 2) increasing level of coordination and integration of material 
processes, 3) process view getting more and more accepted and applied, and 4) building stronger 
relationships between collaborating partners. Or, as Kim (2006) states, competition today is between 
supply chains and no longer between individual firms.  
 
Gunasekaran (2004) found that the growth and development of SCM are not driven only by internal 
motives, but by a number of external factors such as increasing globalization, reduced barriers to 
international trade, improvements in information availability, and environmental concerns. Furthermore, 
computer generated production schedules, increasing importance of controlling inventory, government 
regulations and actions such as the creation of a single European market, and the guidelines of GATT and 
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WTO have provided the stimulus for development of and existing trends in SCM. The basic supply chain is 
evolving into what is known as a supply chain network, Awad (2009). 
 
The fundamental challenge of integrated management is to redirect traditional emphasis on functionality 
in an effort to focus on process achievement. The focus of integrated management is lowest total process 
cost, which is not necessarily the achievement of the lowest cost for each function included in the process.   
2.1.2 Integrated SCM 
 
A lot of researchers have studied the subject of SCM evolution and of supply chain integration (SCI), or 
compared these studies (Power, 2005), (Keramati, 2011). However, not all views are aligned.  
 
Spekman et al. (1998) describe a requisite transition from being an important supplier to becoming a 
supply chain partner (Figure 2). Although depicted as linear, the transformation is envisioned as a step 
function since the changes required to move from one level to another require changes in mind set and 
strategic orientation among supply chain partners. In most instances, firms have already achieved co-
operation and co-ordination with key segments of their suppliers and customers.  
 
 
Figure 2: Supply Chain Transformation Model (Spekman et al., 1998) 
 
Handfield and Nichols (1999), Akkermans et al. (1999), Min and Zhou (2002) all defined different 
integrated supply chain models, but all describe information flows as critical aspect.  
 
Demeter et al. (2003) defined a growth model based on two milestone aspects: 1) realization of strategic 
importance of operations, and 2) inside or outside orientation of the operations management. Companies 
with an inside orientation make decisions on a company focus, while companies with an outside 
orientation take into account inter-company factors during decision making. Based on these milestones 
they state that companies go through three development stages: 1) transaction dominated companies 
representing a starting point from which development has been started, 2) internally integrated 
companies having recognized the strategic importance of the field and having a company-focused 
orientation while managing it, and 3) externally integrated companies realizing the strategic importance 
of materials management and operations and extending their management efforts beyond company’s 
borders (Figure 3). 
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Figure 3: Development Stages Model 
 
Campbell and Sankaran (2005) illustrate the process of integration through combination of five 
existing models. At the lowest level of integration enterprises operate in disparate and functional silos. In 
the next stage, enterprises become internally integrated; that consists of two sub
advanced internal integration. At the thi
broadening of organizational boundaries to include supply chain partners with the aim of facilitating more 
fluid information sharing, goal commonality and the development of optimized processes.
stage represents the unified operation of all constituents of the supply chain that enables optimization 
across the entire supply chain as opposed to local optimization.
 
Chen et al. (2009) made a framework, which includes various sequences and elements of integration. 
Alfalla-Luque et al. (2012) finally say that information integration, coordination and resource sharing, and 
organizational relationship linkage are three ma
2.1.3 Partners in SCM 
 
Studies underline the importance of strategy when a company wants to join a supply chain. It has to know 
its own strategy, partner’s strategy and the fit of the two in order to have a suc
the supply chain (Jenei et al., 2004). Naesens et al. (2005) confirm the need for a strategic fit between 
companies in a collaborative supply network.  They developed a model to test the strategic fit. 
 
Demeter et al. (2003) found in their research that looked into four dimensions, i.e. strategic role of 
operations, process view, level of coordination and integration, and partner relationship, that the basic 
difference between the internally and the externally integrated operati
managing partner relationships (Table 
improve their coordination and integration with a process focus. Externally oriented companies spread 
these improvement efforts and management attitude beyond the company and improve operation and 
collaboration with partners significantly. This can be achieved only by investing heavily
relationships and build strategic alliances. This is an important find for answering this research question. 
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Table 1: Characteristics of Supply Chain Operating Models 
 
Companies do not have to make strategic partnerships with all of their partners (Bensaou, 1999). Cordon 
(2010) goes even further and defines ten as the upper limit of close collaborative relationships, and says 
the basic concept is to have the smartest suppliers view you as the m
relationships a consistent set of values and content of strategy is required to operate successful 
partnerships (Dyer and Nobeoka, 2000). Demeter et al. (2003) say that, although there is a historical 
development path, the three different stages in their model may be equally viable operating models in 
appropriate environment. It is normal, that less developed and isolated economies have less developed 
but very profitable companies. Also, smaller and second or third tier compa
never should reach the level of externally integrated companies, since the huge investments in 
information systems or in relations will never return. They hypothesize that the position in the supply 
chain (part supplier, OEM, distributor) as well as the economic environment leads to different 
development levels, but this requires further research. Next to that, the way a supply chain is developed 
and managed is highly dependent on the existence and content of the strategy that the 
partners have (Jenei et al., 2004). As last remark, supply chain collaborations must be viewed as highly 
dynamic, what works today might not work tomorrow. 
2.1.4 SCM Performance Measurement
 
Frohlich et al.’s (2001) study shows that the deep
strongest association with performance improvement. Fabbe
more supply chain integration does not always improve performance and that more research is needed in
particular with regard to the impact of extended inter
 
According to Gunasekaran (2004), in supply chain management performance measurement and metrics 
have an important role to play in setting objectives, e
courses of actions. In addition, Keeber (2000) also states that the purpose of performance measurement is 
to reduce operating costs and customer service in logistics activities, improve firm’s revenue growth, an
enhance shareholder value.  
 
BE de Jong   
B89317 - Open University 
___________________________
 
 
_____________________________________________________________________
(Demeter et al., 2003)
ost attractive customer. In all 
nies will never reach and 
 
 
est integration between suppliers and customers has the 
-Costes et al. (2008), however state that 
-organizational SCI on supply chain performance.
valuating performance and determining future 
 
 
 
9
 
collaborating 
 
 
d 
BE de Jong   
B89317 - Open University 
________________________________________________________________________________________________________________________________________________________ 
 
 
__________________________________________________________________________________________________________________________________________________ 
What are the Differences between Contracts of Internally Integrated Companies in Supply Chains versus Contracts of Externally 
Integrated Companies in Supply Chains? 
10 
Gunasekaran et al. (2001) have defined two kinds of measures of supply chain performance: 1) financial 
measures: sales growth, profitability, and 2) non-financial measures: flexibility, supply flexibility, product 
exchange and return, delivery efficiency, product availability, product quality. 
2.1.5 Summarizing 
 
Supply chain management is the systemic, strategic coordination of the traditional business functions and 
the tactics across these business functions within a particular company and across businesses within the 
supply chain, for the purposes of improving the long-term performance of the individual companies and 
the supply chain as a whole (Mentzer et al., 2001).  
 
Supply chain management has evolved since its first introduction from being transition oriented, to intra-
company oriented (internally integrated), to inter-company oriented (externally integrated).  
 
Looking at characteristic differences between transaction oriented, internally and externally integrated 
companies, the main differences are 1) the orientation of the companies, which is transition focused, 
company focused respectively intercompany and company focused and 2) the kind of partnership, i.e. 
short-term, long-term versus strategic alliances, and the coupled relationship management. In order to 
know what is the difference between the contracts of differently integrated companies, an exploration into 
partnering and strategic alliances, and the involved relationship management needs to be performed.   
2.2 Partnering in Business / Strategic Alliances 
 
In Paragraph 2.1 it was concluded that the biggest difference between differently integrated and 
companies in supply chains is the partner relationship dimension. Below the concepts of partnering and 
strategic alliance will be elaborated on.  
 
According to Harrigan (1988), partnering among firms may take numerous forms, ranging from informal 
alliances to more formal joint ventures. In literature several definitions exist on strategic alliances. 
Sporleder (2006) defines strategic alliances as any agreement between or among firms to cooperate in an 
effort to accomplish some strategic purpose. He states that strategic alliances are a form of strategic 
partnering, but partnering also includes contracting, ownership integration, and/or entering into mergers 
and consolidations. He claims that strategic partnering among firms is a response to the more challenging 
and complex business environment. 
 
Research (a.o. Coopers and Lybrand, 1997) shows there are several types of alliances. Narula (1999) 
states there is a wide range of types of agreements, reflecting various degrees of interorganizational 
interdependency and levels of internalization. These range from wholly owned subsidiaries, which 
represent completely interdependency between the firms and full internalization. At the other extreme lie 
spot-market transactions, wherein totally independent firms engage in arm’s-length transactions in which 
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either firm remains completely independent of the other. Narula further defines that equity-based 
agreements represent a higher level of internalization and inter-organizational interdependence than 
non-equity agreements. Barney’s (2002) categorization of strategic alliances is similar: 1) non-equity 
alliances, 2) equity alliances and 3) joint ventures. Sporleder (2006) describes those differences as: non-
equity alliances represent cooperation between firms, are managed less formally than the other forms of 
strategic alliances. Trust is a cornerstone of these less formal and often fuzzy arrangements. In non-equity 
alliances, each firm to the agreement is a stakeholder, but not necessarily a shareholder in the object of 
the cooperation. Equity alliances and joint ventures typically are more formal, involve capital investment, 
and consequently the partners to the arrangement become shareholders as well as stakeholders.  Also, the 
resultant object of cooperation (often a newly-defined business) is operated as a profit centre. 
Agreements are supplemented by equity investments by one partner in the other. Joint ventures are 
distinguished from equity strategic alliances as cases where firms agree to cooperate with each other to 
achieve a specific, relatively well-defined, goal. The participating companies usually form a new and 
separate legal entity in which they invest. Typically, profits from the joint venture provide compensation 
for the partners. 
 
The performance evaluation of a joint venture is through conventional means such as profit and return on 
investment (Sporleder, 2006). However, other types of strategic alliances may involve objectives such as 
entering new markets, obtaining new skills, and/or sharing risks and resources. If no profit centre is a 
part of the cooperation, performance evaluation becomes more arduous and complex. 
2.2.1 Motives for Alliance Formation 
 
In literature several reasons for alliance formation are found. Eisenhardt et al. (1996), Dyer and Singh 
(1998), and Das and Teng (2000) used the relational view - a firm is equivalent to a broad set of resources 
that it owns – to find motives. Also Narula and Dunning (1998) and Elmuti (2001) defined reasons for 
creating strategic alliances. Elmuti (2001) gives four reasons: 1) growth strategies and entering new 
markets, 2) obtain new technology and/or best quality or cheapest cost, 3) reduce financial risk and share 
costs of research and development, 4) achieve or ensure competitive advantage. 
 
What differentiates a strategic alliance from a customer–supplier network is the underlying motive of the 
partnering. Narula (1999) suggests that most cooperative agreements have two possible motivations. 
First, there is a cost-economizing motivation, whereby at least one firm within the relationship has 
entered the relationship to minimize its net costs, or in other words, it is cost economizing. Agreements 
that are mainly aimed at doing this are generally (but not always) customer-supplier agreements, or 
vertical relationships within a value-added chain and embody a shorter-term perspective. Second, firms 
may have a strategic motivation. Such agreements are aimed at long-term profit optimizing objectives by 
attempting to enhance the value of the firm’s assets. 
 
_____________________________________________________________________________________________________________________________
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The extent of relation-specific investments, which can be low or high, show how important is the given 
partner relationship for the parties. This importance can be interpreted as dependency (Bensaou, 1999). 
Only when both buyer’s relation-specific 
high, there is a strategic partnership. 
 
Research by Cui et al. (2010) indicates that changes in a partner firm’s overall strategy and market 
competition may influence the firm’s interfirm p
partnership.  
2.2.2 Growth Models 
 
Like supply chain management, strategic alliances evolve over time. In literature several growth models 
have been defined. Although the terminology used by different
(1993), Myer (1998), does not seem to be consistent, all models show similar aspects in differing levels of 
intensity in joined work: the most simple on the left to the most complex on the right, where the level of
risk and formal integration increase as one moves further right. Bailey and Koney (2000) define 
cooperation, coordination, collaboration, and coadunation (
 
Figure 4: Alliance Growth Model 
 
Gadja (2004) has developed Strategic Alliance Formative Assessment Rubric (SAFAR) based on pre
existing literature on strategic alliance development (
cooperating, partnering, merging, unifying as developmental stages.  SAFAR is an assessment tool that 
captures the central principles of collaboration. It represents multiple levels of integration and their 
varying purposes, strategies/tasks, leadership/decision
characteristics.  Based on Demeter et al. (2003), the cooperating an
for answering part of the research question.
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Table 2: Strategic Alliance Formative Assessment Rubric 
 
2.2.3 Success and Failure Factors 
 
Successes and failures of partnering 
Mattessich et al. (1992) found 19 factors divided in six groups that influence the success of collaborations: 
1) environmental – a) history of collaboration or cooperation in the community, b
seen as a leader in the community, c) poli
2) membership characteristics – a) mutual respect, understanding, and trust, b) appropriate cross
of members, c) members see collaboration as in their s
3) process/structure – a) members share a stake in both process and outcome, b) multiple layers of 
decision making, c) flexibility, d) development of clear roles and policy gui
4) communication – a) open and frequent communication, b) established informal 
communication links; 
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5) purpose – a) concrete, attainable goals and objectives,  b) shared vision, c) unique purpose; and 
6) resources – a) sufficient funds, b) skilled convener.  
 
Elmuti (2001) also researched success factors for strategic alliances. He found the following ten factors: 1) 
senior management commitment, 2) similarity of management philosophies, 3) effective and strong 
management team, 4) frequent performance feedback, 5) clearly defined, shared goals and objectives, 6) 
thorough planning, 7) clearly understood roles, 8) international vision, 9) partner selection, and 10) 
communication between partners: maintaining relationships. 
 
According to Elmuti (2001) there are also nine reasons why strategic alliances fail: 1) cultural clash, 2) 
lack of trust. Companies in alliances must form the three forms of trust: responsibility, equality, reliability, 
3) lack of clear goals and objectives, 4) lack of coordination between management teams, 5) differences in 
operating procedures and attitudes among partners, 6) relational risk, 7) performance risk, 8) strategic 
alliances might create a future local or even global competitor, and 9) failure to grasp and articulate 
strategic intent and lack of recognition of the close interplay between the overall strategy of the company 
and the role of an alliance in that strategy. 
  
Wakeam (2003) states the real reason that most alliances fail is the constant change in the business 
environment. Trust allows the parties in a strategic alliance to have the difficult discussions that will 
transform the alliance over time and give it longevity. When corporate strategies change as a result of a 
changing business environment, the assumptions upon which the strategic alliance was originally based 
also change.  
2.2.4 Interfirm Adaptations 
 
Relationships in networks are seen as dynamic and changing, where the process of business consists of 
interactions within business relationships between individually recognized interdependent actors, and 
which have particular outcomes for each of those involved (Ford, 2006). Interfirm adaptation is 
considered as a defining characteristic of a business relationship. Adaptation is a specific form of interfirm 
co-operation. It is a process where firms adjust their actors, resources and activities in the organizational 
and individual level to those of the firms they co-operate with (Håkansson et al., 1995).  The presence of 
an adaptation indicates the existence of a relationship, whereas the absence of it points to a transactional 
approach to marketing and purchasing (Woo and Ennew, 2004). Interfirm adaptation has for many 
researches been an interesting field of study.  
 
In the initial stages, adaptations are usually made to build up the relationship. In the mature stages, 
adaptations are made to support and expand the current business (Dwyer et al., 1988). Hallén et al. 
(1991) suggest that adaptations might be related to the life-cycle stage of a relationship, however this was 
not supported by study of Brennan et al. (2002).  
 
BE de Jong   
B89317 - Open University 
________________________________________________________________________________________________________________________________________________________ 
 
 
__________________________________________________________________________________________________________________________________________________ 
What are the Differences between Contracts of Internally Integrated Companies in Supply Chains versus Contracts of Externally 
Integrated Companies in Supply Chains? 
15 
Hallén et al. (1991) found that buyer and supplier adaptations were correlated with each other, providing 
evidence that adaptations were elements in a social exchange process and that adaptations were 
associated with the level of dependence on the other party, indicating that power plays a role in 
adaptation. Thus, adaptations are important aspects of interfirm exchange relationships. Specific dyadic 
adaptation3 by supplier in industrial markets occurs frequently, specific adaptation by customer 
organizations are less frequent but not unusual (Brennan et al., 2002). 
 
Holma (2008) states that interfirm adaptation is a dynamic process. The fundamental assumption is that 
during an adaptation process, the business relationships change. Adaptations may change the nature of 
the business relationships, and the structure of the relationship setting. The changes manifest themselves 
in the substance of the relationship. I.e. adaptations change both the relationship itself and the focal net of 
other actors in which the relationship is embedded.  
 
Brennan et al. (2002) have studied the classification schemes in literature to categorize adaptations. They 
found Håkansson (1982) was most complete with his categorizing containing: 1) product specification, 2) 
product design, 3) manufacturing processes, 4) planning, 5) delivery procedure, 6) stockholding, 7) 
administrative procedures, and 8) financial procedures. Brennan et al. added to these 9) information 
provision and 10) organization structure. These adaptations schemes are particularly interesting because 
they occur where inter-company business processes interact.   
2.2.5 Summarizing 
 
Collaboration, or partnering, develops from informal to more formal integration of business, each level 
characterized by its own features. A strategic alliance is medium to far integrated. Differences in several 
relationships and strategic alliances can be found in SAFAR (Gadja, 2004) stages cooperating and 
partnering.  
 
The motive behind a strategic alliance or buyer-supplier relationship is different, which leads to a 
different relation. In a strategic alliance both parties have a mutual share and dependency.  
 
Success and failure factors of strategic alliances indicate what elements should be considered when 
collaborating.  
 
                                                                    
3 Hallén et al. (1991): Dyadic adaptations are defined as behavioral or organizational modifications at the individual, group or corporate 
level, carried out by one organization, which are designed to meet specific needs of one other organization. Dyadic adaptation can be either 
unilateral or mutual. In a unilateral dyadic adaptation the firm implements a specific modification for an exchange partner without any 
reciprocal modification by that partner. Mutual adaptation sees both parties adapting reciprocally for each other so as to facilitate the 
exchange process.  
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Interfirm adaptations are a defining aspect of business relations. They occur at the intersections of two 
companies’ business processes and happen for a reason, and are therefore interesting to consider when 
looking at contract agreements.  
 
2.3 Contracts and Contract Management 
 
Going back to the main research question, contracts are an important aspect of it. In order to understand 
the difference between contracts of differently integrated companies, it needs to be clear what a contract 
is and what is in a contract.  
2.3.1 Contracts:  A Brief Introduction 
 
According to MacNeil (1978), a formal contract represents promises or obligations to perform particular 
actions in the future. Argyres and Mayer (2004) say, typically, a contract outlines the roles and 
responsibilities of each party, the allocation of decision and control rights, the planning for various 
contingencies, how the parties will communicate, and how to resolve disputes.  
 
With respect to an alliance contract, Ariño et al. (2001) state that a well-designed alliance contract will be 
consistent with the alliance’s purpose and with the partners’ interests.  
 
The legal content of alliance contracts has been studied by Campbell and Reuer (2001). While they focus 
on bilateral equity joint ventures, they make clear that many of the same considerations apply to non-
equity alliances and to multilateral alliances. Basic legal issues included in typical alliance contracts are:  
1) establishment issues – a) preliminary issues, b) setting up the alliance, c) parties and framework of 
contract, d) performance clauses, e) restrictions on the partners, f) liability; and  
2) post-establishment issues – a) changes to the contract, b) dispute resolution, c) share disposal, d) 
termination.  
 
Ariño and Reuer (2004) state there is a difference between complex contracts and complete contracts.  
They define contractual complexity as a design feature of firms’ contractual agreements that reflects the 
number and stringency of provisions employed. A contract with many, highly stringent provisions is more 
complex than one with few, less stringent provisions. They define contractual completeness as a design 
feature of firms’ contractual agreements that reflects the extent to which all relevant terms and clauses 
are specified, and the extent to which the contract accounts for unanticipated contingencies and 
delineates relevant guidelines for handling these contingencies.  
 
Ariño and Reuer (2004) study’s shows that in some cases contracts are more complex and contain more 
provisions (Figure 5). Contracts of strategic alliances in which partners have made highly specific 
investments are more complex than other alliance contracts: they contain more provisions concerning 
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partner control. However, there is no difference in the incorporation of provisions concerned with 
operations control, relative to alliances involving less specific assets. This implies that, executives worry 
more about improper partner behavior in proportion to how specific to the alliance their investments are.  
 
 
Figure 5: Contractual Provisions that Deserve Extra Attention (Ariño and Reuer, 2004) 
 
The study shows that prior ties may justify more sparse use of contractual terms related to the alliance 
operations; but they do not justify the use of less complex contracts in terms of partner control provisions 
or in terms of boilerplate conditions. Ariño and Reuer’s research confirms that alliance agreements with a 
pre-specified duration rely more heavily on partner control provisions. In particular, contracts of alliances 
with shorter time horizons are more specific, since it is easier to predict relevant contingencies for these 
alliances than for open-ended agreements. However, they also include fewer provisions regarding 
adaptation to future contingencies, which diminishes complexity. On a related point, as partners’ strategic 
priorities are less likely to change, contracts include fewer provisions related to operations control. Ariño 
and Reuer also found that contracts of strategically important alliances tend to include more provisions 
regarding partner control, whereas contracts of less strategically important alliances do not.  
2.3.2 Relational Governance versus Contracts 
 
Poppo and Zenger (2002) state that in earlier research it was claimed that relational governance was a 
substitute for formal contracts: formal contracts would undermine trust and thereby encourage the 
opportunistic behavior they are designed to discourage.  They however state that formal contracts and 
relational governance function as complements. Rather than hindering or substituting for relational 
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governance, well-specified contracts may actually promote more cooperative, long-term, trusting 
exchange relationships.  
 
In contracting, the legal requirement of mutual consent and commitment – a meeting of the minds – is 
achieved by a process of sense making (Ring and Van de Ven, 1994). They say that sense-making may 
result in a psychological contract, which may complement or serve as a substitute for a formal document. 
Sense making will occur only if the parties interact intensively. Through these interactions, the parties 
assess their possible compatibility and start forming opinions about one another. They say that the parties 
may develop a psychological contract about the terms of the relationship, a benefit of the contracting 
process that is not considered in discussions of contracting costs and benefits. Ring and Van de Ven 
consider a psychological contract as something that is a result of a relationship. Their psychological 
contract can be compared with the relational realm defined by Vosselman et al. (2009) in the Three 
Realms Model. Vosselman et al. argue that in the relational realm parties interact with the intention to 
show their commitment to the relationship. Ariño and Reuer (2004) go further than that, they claim both 
a legal contract and a psychological contract are necessary for the satisfactory development of an alliance, 
where a balance between formal and informal aspects of contracting is desirable. A well-managed 
contracting process can produce both a tight legal contract that sets specific terms and ways to adapt 
under a number of contingencies, and a psychological contract that allows the parties to reach mutually 
satisfactory agreements when facing unforeseen circumstances. In this instance the psychological contract 
becomes a tangible item.  
2.3.3 Contract Management 
 
Once a contract is in place, the contract needs to be managed. Contract management is the process that 
enables both parties to a contract to meet their obligations in order to deliver the objectives required from 
the contract. It also involves building a good working relationship between the customer and the service 
provider. It continues throughout the life of a contract and involves managing proactively to anticipate 
future needs as well as reacting to situations that arise. One of the key aims of contract management is to 
obtain the services as agreed in the contract and achieve value for money. This means optimizing the 
efficiency, effectiveness and economy of the service or relationship described by the contract, balancing 
costs against risks and actively managing the customer and service provider relationship. Contract 
management may also involve aiming for continuous improvement in performance over the life of the 
contract (Taylor Walton Technology, 2009). 
Contract management activities can be broadly grouped into three areas. They are: 1) service delivery 
management, 2) relationship management, and 3) contract administration (Sigma, 2010).  
 
Service delivery management ensures that the service is being delivered at the required level of 
performance and quality, as stated in the contract. Service delivery management considers performance 
and manages risk. It involves setting controls and service-level agreements. Relationship management 
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seeks to keep the relationship between the economic operator and the contracting authority open and 
constructive, aimed at resolving or easing tensions and identifying potential problems at an early stage, 
whilst also identifying opportunities for improvement. Relationships must also include a professional 
approach to managing issues and to dispute resolution. Contract administration handles the formal 
governance of the contract and changes to documentation during the life of the contract. It ensures that 
the everyday aspects of making the contract run effectively and efficiently are taken care of.  
 
It is noteworthy that also in contract management relationship management is a critical aspect.  
2.3.4 Summarizing 
 
A contract outlines the roles and responsibilities of each party, the allocation of decision and control 
rights, the planning for various contingencies, how the parties will communicate, and how to resolve 
disputes (Argyres and Mayer, 2004). A contract should be in line with the alliance purpose and its legal 
content contains establishment and post-establishment issues.  
 
Several aspects have influence on the completeness and complexity of a contract, such as highly specific 
investments, prior ties, duration, strategy, and strategic importance. They lead to differences in contract 
provisions.  
 
Relational governance and formal contracts function as complements (Poppo and Zenger, 2002). Ariño 
and Reuer (2004) state that both a legal and a psychological contract should be in place, where the latter 
deals with terms of the relationship. Relationships are thus not automatically managed in a contract.  
 
Relationship management plays an important role in contract management. Relationship management is 
necessary in every contract, but executed differently for each contract.  
 
2.4 Relationships/Relationship Management 
 
Since the studied literature so far points out that in supply chain management, partnering, and in contract 
management, relationship management is a critical aspect for success, it is critical to understand 
relationship management. Therefore an additional sub-sub-question was defined:  
 
d. What is relationship management?  
 
 
It needs to be considered which parts of relationship management should be taken into account in a 
contract. This paragraph will discuss relationships and relationship management.  
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2.4.1 Buyer-Supplier Relationships  
 
As stated earlier, based on research by a.o. Hsiao et al. (2002) and Demeter et al. (2003), buyer-supplier 
relationships in the supply chain are one of the most important elements of supply chain integration. 
Establishing and managing effective relationships at every link in the supply chain is becoming the 
prerequisite of business success. Wilson (1996) concluded there was already in research period 1972-
1996 a shift from studying buyers and sellers to studying the relationships between firms. 
 
Cannon and Perreault (1999) specify six key connectors that characterize the manner in which buyers and 
sellers relate and conduct relationships.  Those connectors are: 1) information exchange, 2) operational 
linkages, 3) legal bonds, 4) cooperation, 5) relationship-specific adaptations by buyers, 6) relationship-
specific adaptations by sellers.  
 
Hsiao et al. (2002) identify five prominent dimensions of buyer-supplier relationships: 1) trust, 2) 
communication, 3) interpersonal relationship (guanxi4), 4) cooperation, and 5) power-dependence.  They 
studied literature on buyer-supplier relationships and found that buyer-supplier relationships have a 
positive effect on a firm’s financial performance. Strong buyer-supplier relationships have a significant 
positive effect on manufacturer performance, supplier performance, and performance of the entire supply 
chain. Manufacturer-distributor relationships and guanxi have an important impact on the performance of 
export ventures. Firms engaged in long-term relationship with their customers achieve higher 
profitability, and ROI than firms using a transactional approach. 
 
Research by Cannon and Perreault (1999) indicates that different types of buyer-seller relationships 
predominate in different situations, so tuning is needed. Supplier-customer relationships also evolve in 
time (Möller and Törrönen, 2003). How relationships are managed, depends on which stage of the growth 
the relationship has achieved (Spekman, 1998). 
2.4.2 Business Relationships 
 
In all partnering business relationships exist. A business relationship is a process where two organizations 
form strong and extensive social, economic, service and technical ties over time, with the intent of 
lowering total costs and/or increasing value, thereby achieving mutual benefit (Anderson and Narus, 
1991). De Waal et al. (2010) state that an inter-organizational partnership is characterized by shared 
goals, a common purpose, mutual respect, willingness to negotiate and cooperate, informed participation 
(an enriched knowledge gathering process, achieved by encouraging participants to consider multiple 
perspectives of a given issue, by learning from their peers), and information giving and shared decision 
making. They say that the success of strategic partnerships is dependent on both the hard and soft side of 
relationship management. They have defined ten high performance partnership characteristics: 1) 
                                                                    
4
 Guanxi: the concept of drawing on connections or networks; it involves reciprocal obligations and favors between two parties in personal or 
business relations (Hsiao, 2002). 
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control, 2) trust, 3) commitment, 4) coordination, 5) interdependence, 6) communication, 7) conflict, 8) 
valuing diversity, 9) location, and 10) management quality.  
Cordon et al. (2010) state that most companies measure only hard factors of relations’ performance, but 
not soft factors. Looking at advanced buyer-supplier relationships, they have divided relations between 
customers and suppliers in four key areas: sales, joint projects, joint learning and networking (meetings, 
social events, etc). The last three measures are qualitative and, therefore, a subjective assessment of the 
relation by the executives. They say that sales are a lagging indicator, the consequence of the other three. 
Intuitively it makes a lot of sense that joint projects, joint learning and networking drive the relations. 
That is the reason why executives encourage these activities. Cordon et al. (2010) say it is the paradox 
that most companies measure to the last detail sales and other hard indicators, but rarely the efforts in 
joint projects, joint learning or networking with customers and suppliers. That leads companies to focus 
on the consequences of past actions rather than on the drivers for the future. Their conclusion is to 
measure the relation in both ways and to include soft indicators, which are leading indicators of the 
relation.  
2.4.3 Relationship Management 
Morgan and Hunt (1994) have analyzed relationships and relationship management or marketing. 
Relationship marketing (RM) has been defined by Morgan and Hunt (1994) as all marketing activities 
directed towards establishing, developing, and maintaining successful relation exchanges. They state that 
commitment and trust lead directly to cooperative behaviors that are conducive to relationship marketing 
success. Their research points out that relationship commitment and trust are not only important 
variables in marketing relationships, but also are key mediating variables in these relationships.  
 
Several years later Palmatier et al. (2005) have researched literature on RM. Their findings suggest that 
the effectiveness of RM efforts may vary depending on the specific RM strategy and exchange context. 
Their key findings are RM strategies have a wide range of effectiveness for generating strong 
relationships. Expertise and communication are most effective, then relationship investment, similarity, 
and relationship benefits; dependence, frequency, and duration are relatively ineffective. Specific RM 
strategies appear most effective for strengthening one aspect of a relationship. Relationship benefits, 
customer dependency, and similarity are more effective for increasing commitment than building trust; 
the opposite is true for relationship investment and frequency. RM is more effective when relationships 
are more critical to customers, such as for 1) service versus product offerings, 2) channel versus direct 
exchanges, and 3) business versus consumer markets. Also customer relationships often have stronger 
effects on exchange outcomes when their target is an individual rather than a selling firm.  
In conjunction with the result by Palmatier et al., Gligor and Autry (2012) state that personal relationships 
have the potential to enhance the communication process, which in turn can positively impact the 
business performance of the relational parties. 
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2.4.4 Summarizing 
 
It was found that a business relationship is a process where two organizations form strong and extensive 
social, economic, service and technical ties over time, with the intent of lowering total costs and/or 
increasing value, thereby achieving mutual benefit (Anderson and Narus, 1991). Relationship 
management is the management of that process. Establishing and managing effective relationships at 
every link in the supply chain is becoming the prerequisite of business success. 
 
Researchers have defined several criteria for successful partnership/buyer-supplier relationships.  Trust, 
communication, cooperation appear in each list.  These can be seen as long-term characteristics. 
 
Success of partnership is dependent on hard and soft side and factors of relationship management, both 
should be measured (De Waal et al., 2010, Cordon et al., 2010). A high performance partnership is 
characterized by ten criteria.  
 
Relationship marketing strategies have a wide range of effectiveness for generating strong relationships. 
Not all relationship marketing strategies are as effective as others; expertise and communication are most 
effective.  
 
2.5 Conclusions from the Exploration Phase 
 
The goal of the exploration phase was to find an answer to sub-question 1: Which aspects need to be 
considered in a partnering contract in supply chains? This answer could be given when all relevant data 
found in the exploration phase was combined.  
 
Taking in mind that Poppo and Zenger (2002) state that well-specified contracts may promote more 
cooperative, long-term, and trusting relationships and that Ariño and Reuer (2004) claim that, both a legal 
and a psychological (about the terms of the relationship) contract are necessary for the satisfactory 
development of an alliance, partnering, and more specific strategic alliance, contracts should contain hard 
and soft factors as was found in literature. When combining all relevant contract aspects found, all 
possible attributes to a contract, beyond the legal content defined by Campbell and Reuer (2001) and 
beyond the basic supply chain performance measures defined by Gunasekaran (2001), can be assembled.  
 
This led to the theoretical model that is presented in Table 3: Theoretical Model on Contract Attributes, 
which contains all attributes that need to be considered in a contract. Each attribute has been grouped by 
the researcher based on its meaning and intent, which resulted into three kinds of attribute clusters, i.e. 1) 
attributes related to hard factors that are measurable, 2) attributes related to soft factors, and 3) 
attributes related to external factors. Thereafter all attributes were sub-divided into seven coherent 
categories for the reason of clarity. 
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In these categories the attributes share a common denominator giving name to the category. The 
categories thus becoming into exsistence are:  
1) Roles and Responsibilities: attributes that describe how the roles and responsibilities in the 
partnership are divided; 
2) Cooperation: attributes that have a relation with an aspect of cooperation, mostly related to 
operational aspects; 
3) Purpose/Objective: attributes that describe the purpose of the partnership; 
4) Leadership and Management: attributes that address how the partnership is managed, 
including senior management aspects; 
5) Interpersonal Interaction: attributes that address relational aspects; 
6) Communication: attributes that describe the communication between the partnering 
companies; 
7) Environmental/Fit: attributes that address aspects that involve how the partnership fits in 
the business environment.  
 
Three categories (1 through 3) are considered hard attributes (marked red in Table 3), 4 through 6 are 
soft attributes (marked green in Table 3), and category 7 is external attributes that need to be taken into 
account in contracts (marked black). In Annex A the terminology used in the model is explained.  
 
With the literature study, general aspects that play a role in contracting, called contract attributes, have 
been found. No differentiation for differently integrated companies in supply chains was found yet. In 
Chapter 3 it is described how the research question was narrowed down and how empirical research was 
performed to find an answer to the research question on the differences between contracts of integrated 
versus less integrated supply chains. The results of the empirical research are described in Chapter 4. 
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Table 3: Theoretical Model on Contract Attributes 
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3 Research Method 
 
As expected, during the exploration phase it was found that supply chains evolve in time, from transaction 
based to more integration. It was also found that supply chain companies that are intra-company oriented 
are called internally integrated companies and companies that are inter-company oriented are called 
externally integrated. The different characteristics between transaction based, internally and externally 
integrated companies turn out to be the company’s orientation, i.e. transaction focused, company focused 
versus intercompany and company focused, and the kind of partnership, i.e. short-term, long-term and 
strategic alliances, with the coupled relationship management. 
 
Given the intention for the research and the given timeframe, the research question “What are the 
differences between the contracts of companies in a supply chain without optimized chain focus (one-sided 
partnership) versus contracts in a supply chain with chain focus (two-sided partnership)?” was narrowed 
down. Focus was put on two developmental supply chain stages; the so-called internally and externally 
integrated companies. Transaction-based supply chains were not considered since the focal point for the 
research was to find the differences in contracts between truly integrated and less integrated supply 
chains, in order to understand how to achieve true supply chain integration.  
 
The research question was then redefined as: 
 
“What are the differences between contracts of internally integrated companies in supply chains versus 
contracts of externally integrated companies in supply chains?” 
 
In addition, sub-question 2 was reformulated into: 
2a. What are attributes of contracts between internally integrated companies in supply chains? 
2b. What are attributes of contracts between externally integrated companies in supply chains? 
2c. What are the differences in attributes of contracts of internally integrated companies in supply 
chains and externally integrated companies in supply chains? 
2d. What are the differences between the theoretically found contract attributes and the attributes 
found in practice?  
 
Sub-question 3 was left unchanged:  
3. Can factors be found in e.g. the company or partnering environment, which are explanatory for 
the differences found? 
 
From the publications found in the exploration phase general contract attributes were found, but more 
research needed to be conducted to understand how the contract attributes play a role in internally and 
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externally integrated companies’ contracts and what the differences between those are. The differences 
between internally and externally integrated companies’ contracts, thus answering sub-questions 2a 
through 2d, needed to be determined empirically using the theoretical model from the exploration phase 
as a starting point. How the research was done is described in this chapter. The results from the empirical 
research are presented in Chapter 4. Sub-question 3 was then answered using the obtained knowledge in 
the research. 
 
This chapter consists of the following paragraphs: 3.1 Research Strategy, 3.2 Necessary Data and Data 
Sources, 3.3 Method of Data Collection, 3.4 Reliability and Validity, and 3.5 Data Analysis Technique.  
 
3.1 Research Strategy   
 
The obtained result from the exploration phase - the theoretical model - served as a starting point for 
empirical research. The goal of the empirical research was to distinguish the differences between 
contracts of internally and externally integrated companies in supply chains. Based on the empirical 
findings a new theory was to be built, hence the research was inductive of nature.   
 
Observational research was considered the appropriate research design. Several types of observational 
research exist, among others naturalistic observation, participant observation and case study. Case 
controlled studies compare groups retrospectively, which in this research was an important element. Next 
to that, theory-building research is often performed with a comparative case study5. According to Dul and 
Hak (2008), researchers consider case study research useful when a) the research subject is broad and 
complex, b) a limited amount of theory is available, and c) the “context” is very important. For this study 
these three criteria apply. That together with the fact that case studies are easily used in explicative 
empirical research when groups need to be compared, case study research was considered by the 
researcher as the most suitable method to pursue this research.  
 
3.2 Necessary Data and Data Sources  
 
The case studies were performed to be able to answer sub-question 2a through 2d, which should give 
insight in the differences between internally and externally integrated companies’ contracts.  
 
When selecting the right cases for case study research, it is important to maximize the chance of success in 
a case study. The selection criteria, which together determine the likeliness of success in a study, are 
                                                                    
5
 A case study is defined by Yin (2003) as an empirical inquiry that investigates contemporary phenomenon within the real-life context, 
especially when the boundaries between phenomenon and context are not clearly evident. A case study is most suitable when a “how” or 
“why” question is being asked about a contemporary set of events over which the investigator has little or no control (Yin, 2003). A case 
study that requires data from two or more instances to achieve the research objective (Dul and Hak, 2008). 
BE de Jong   
B89317 - Open University 
________________________________________________________________________________________________________________________________________________________ 
 
 
__________________________________________________________________________________________________________________________________________________ 
What are the Differences between Contracts of Internally Integrated Companies in Supply Chains versus Contracts of Externally 
Integrated Companies in Supply Chains? 
27 
threefold: 1) the cases should be in the same theoretical domain, 2) the cases should be accessible, 3) the 
cases should fit in the time-frame of research planning (Dul and Hak, 2008).  
 
Since the research was looking for the differences between contracts, more specifically in contract 
attributes, that may go beyond contract content, it was essential to study contracts; the contract in the 
widest sense possible. Since contracts are very often deemed commercial sensitive information, 
accessibility of contracts was an important factor to consider. The ideal case studies would be about an 
internally integrated partnership and an externally integrated partnership in the same subject area (same 
domain). Given the other earlier mentioned selection criteria, accessibility and time-frame, it was chosen 
to perform all case studies on contracts of the author’s own company, the Netherlands Ministry of Defense 
(NL MoD). Because internal NL MoD agreements are different from commercial contracts, all studied 
contracts were between the NL MoD and commercial parties. 
 
The case studies were performed on two subjects where partnerships exist. In each subject, two case 
studies were performed, one on an internally integrated partnership and one on an externally integrated 
partnership. That means in total four case studies were performed. The choice for two times two 
partnerships was a combination of a sufficient amount of comparative case studies, the availability of the 
researched contracts on different subjects and available research time6.  
 
The subjects chosen were: 1) aviation maintenance contracts, and 2) housing management and 
maintenance contracts. The aviation maintenance contracts were chosen largely because of accessibility 
and familiarization of the subject of the researcher, and also the special nature of this specific business, 
while the housing management and maintenance contracts were chosen, because they are more common 
and reflect a total different, more general business, and were also accessible for research.  
 
The selection for a case was based upon the level of cooperation between two companies and the expected 
level of integration. The expected level of integration was deducted from the type of contract in place. For 
the externally integrated cases this meant a Public Private Partnership (PPP)7 kind of contract for housing, 
and a Performance Based or Total Care contract in aviation. For the internally integrated cases this meant 
a less integrated level of integration, such as Design & Build or Design, Build & Maintain, and a lesser form 
of Performance Based or Power by the Hour (PBTH) contracts. This led to the following case studies: 
1) aviation maintenance contracts: a) Hercules C-130 engine maintenance contract, b) the four Gulfstream 
G-IV engineering and maintenance contracts addressed together, hereafter called the G-IV Maintenance 
Support;   
                                                                    
6
 The total available research time for the empirical research (here case studies and analysis) lies around 70 hours. In order to be able to make 
a good analysis,  a time period of 30 hours has been reserved by the researcher for analysis. That leaves 40 hours for case study research. 
Since it is expected that each case study will take around 10 hours (1,5 hours for data gathering, and 9 hours for data processing), there is 
time available for 4 case studies. 
7
 A PPP is an arrangement between the public and private sectors (consistent with a broad range of possible partnership structures) with clear 
agreement on shared objectives for the delivery of public infrastructure and/or public services by the private sector that would otherwise have 
been provided through traditional public sector procurement (http://ppp.gov.ie). 
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2) housing management and maintenance contracts: a) contract of barracks housing at the 
Frederikkazerne, b) contract of Public Private Partnership Kromhoutkazerne.   
 
In Table 4 the case studies are listed; the grey marking indicating internally integrated companies’ 
contracts, the white externally.  
Table 4: Performed Case Studies 
 Housing Management Industry Aviation Maintenance 
Internally Integrated Housing Facility Frederikkazerne C-130 Engine Maintenance 
Externally Integrated PPP Kromhoutkazerne G-IV Maintenance Support 
 
These subjects were accessible in the available time frame for research and, although both within the NL 
MoD, had different contract structures, which gave a broad array of research. One may argue that because 
all case studies are performed within the NL MoD, and thereof deal with governmental regulation and 
policy, the research results may differ slightly from results that would have been derived from 
commercial-to-commercial contracts, which may have less regulations. But the common outline of all 
contracts, either governmental-to-commercial or commercial-to-commercial, seems similar8, which 
should minimize the effects on the research.   
 
In the case research, both primary9 and secondary10 data was used. The secondary data was used to get 
familiar with the cases and was collected from public and company accessible information. The secondary 
data was also used to understand the environment the studied contracts were in. The primary data was 
gathered at specialists (Paragraph 4.3) and was used to gain knowledge about the contract, the contract 
attributes and also the contract environment.  
 
Only in the case of the C-130 engine maintenance contract, the actual contract was accessible. The 
contract was used for two purposes: it served as a source to get familiar with the contract and it was 
studied in order to establish which contract attributes applied. Next to the analysis of the C-130 contract, 
applicability of the contract attributes was asked for in the interviews with the specialists. As specialists, 
contract managers were used. The choice for contract managers was made based on their expertise of the 
contract and all agreements regarding the partnerships that are not described in the contract. In order to 
understand the contract managers’ expertise some background information was asked during interviews.  
 
3.3 Method of Data Collection   
 
The case studies were performed in three phases: 1) an exploratory phase, 2) a research phase, and 3) a 
data processing and feedback phase. In the case studies several methods for data collection were used, as 
                                                                    
8
 This topic was discussed with several contract managers, among others a governmental contract manager that has worked in both 
governmental and commercial purchasing departments, and commercial purchasing experts who have worked with both commercial and 
governmental companies.   
9
 Primary data is data that is gathered by the researcher specific for the research by means of observation, interview or questionnaire 
10
 Secondary data is data that has been gathered prior to the research but can be useful for the research. 
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described below. The obtained data then was triangulated by convergence of the multiple sources, leading 
to a reliable outcome.  
 
The first phase in the case studies was an exploratory research on the cases. This was done with the use of 
available secondary data (public or company information). This resulted in a case description that 
contributed to the knowledge level of the researcher and increased construct reliability. The exploratory 
research also focused on the identification of the context or environment of the cases: it was indicated 
from the literature review that context or environmental awareness are very important, since it will 
determine which kind of partnering should be in place.    
 
In the research phase, primary data was gathered by interviewing contract specialists related to the cases. 
Of the available methods: observation, interview, or questionnaire, the method of interview was selected. 
Observation was not considered an optional method, because the required contract data cannot easily be 
retrieved from observation, especially considering the available time. The questionnaire method was 
considered to narrow for this research, since no elaboration on the given answers is possible, an aspect 
considered very essential by the researcher in order to find the right data. Next to those practical 
arguments, the method of interview was considered the most suitable method since interviews allowed 
dialogue between the researcher and the specialists, while the other methods lack this feature. Not only 
could data be retrieved with respect to the contract content from the contract manager, the researcher 
could ask for clarification and elaboration on those contract content, but also ask about aspects that play a 
role in the contractual agreement but are not described in the contract itself. This was considered 
important since in theory it was found that relational aspects play an important role in integrated supply 
chains.     
 
In research several interview methods can be used: structured interviews, semi-structured interviews and 
unstructured interviews. In structured interviews questionnaires are used, often with coded answers. The 
data gathered is quantifiable and can be used for quantitative analysis. Semi-structured interviews are 
non-standardized and are often used in qualitative analysis11, while in unstructured interviews no 
predefined set of questions is used. The method of semi-structured interview was chosen because it 
allowed flexible but systematic comparison of the case contracts. It also allowed more in depth answers to 
be found, adding to the validity of the data, compared with structured interviews, which are quite static 
and straightforward. Saunders et al. (2010) indicate semi-structured interviews are as the preferred 
method for explicative research.  
 
To assure a structured and complete case study, the research phase focused on two aspects: 1) the 
objective and subject of the contract and 2) identification of contract attributes. Both elements were 
                                                                    
11
 Corbetta (2003) explains semi-structured interviews as follows: “The order in which the various topics are dealt with and the wording of 
the questions are left to the interviewer’s discretion. Within each topic, the interviewer is free to conduct the conversation as he thinks fit, to 
ask the questions he deems appropriate in the words he considers best, to give explanation and ask for clarification if the answer is not clear, 
to prompt the respondent to elucidate further if necessary, and to establish his own style of conversation.” Unstructured interviews are 
informal and often used for exploring a field of study, without predefined questions, which does not allow for easy comparison.  
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addressed in the interviews. The interviews were structured with predefined questions based on the 
theoretical model to assure all required data was retrieved in the interviews. After an explanation of the 
contract by the contract manager, two kinds of interview questions were asked during the interview. First, 
it was asked if a specific category was present in the contract. Then a global question for that category was 
asked to elaborate on that category. Depending on the depth of the given answer by the interviewees, sub-
questions were asked to retrieve data on each individual contract attribute per category.  In order to align 
the interview results and the researcher’s expectations, the interviews started with an overview of used 
definitions relevant for the research. The global interview questions are listed in Annex B Interview 
Questions.  
 
Each interview session was recorded to ensure that all relevant issues were captured. Once complete, the 
entire interview session was transcribed. In the process and feedback phase the results from the 
interviews were processed and analyzed in order to make a complete case description of the reviewed 
aspects. The description was presented back to the contract managers for verification. It was agreed with 
the contract managers that if during the process and feedback phase it turned out not all required data 
was gathered (sufficiently), a second round of interviews could take place.  
 
3.4 Reliability, Validity, Replication  
 
Reliability 
 
Reliability is about whether the data gathering method provides consistent results. One could argue that 
since semi-structured interviews were used for the data gathering, the reliability of the data is not very 
high, because the questions and answers will probably differ slightly each time they will be asked 
although predefined questions are asked. But since the data was gathered from experts (contract 
managers) the data is considered reliable. By doing four case studies multiple results were gathered. The 
obtained results were compared and oddities were considered closely. Because a semi-structured 
interview was used, the interview protocol allowed the researcher to be more focused and objective, 
adding to the reliability of the data.  
 
Validity 
 
The validity aspect deals with whether the data gathered are valid. Validity can be divided into three 
kinds.  
 
Internal validity (whether the data that is collected, is the proper data): 
The research’s internal validity is good. The research has been performed as designed. Although the data 
gathered with the interviews was sufficient for the research, a complete set of predefined, detailed 
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questions would have increased the internal validity, but at the same time that would have narrowed 
down the focus of the researcher which would impact the reliability of the results.     
 
Instrumental validity (whether the data collected in the right way): 
Because the goal behind the research was to build new theory, the used method of comparable case study 
was the right approach (Dul and Hak, 2008). The data gathering method of semi-structured interview 
allowed for comparable and profound data.  
 
External validity (the degree in which the results are applicable to other, comparable situations):  
In this study, theory was built based on four case study results. Since the case studies only focused on two 
kinds of industries, a conclusive answer if the theory built is applicable for other cases and industries 
without adjustments cannot be given. More research should be performed, also addressing effects of 
industry (specific) elements.  Also, it should be noted that all case studies were performed at NL MoD 
contracts, which by its governmental nature incurs more and other regulations than commercial 
companies. Therefore, in commercial-to-commercial contracts (small) differences may apply.  
 
Replication 
 
In theory-building research replication of the results is very important. However, this was not done in this 
research due to time constraints. Although the data gathering in the research was done with semi-
structured interviews, the interview questions have been structured based on the theoretical model, 
which leads to an objective way of data gathering. That way replication of the interviews by either the 
researcher or other interviewers is possible. Also, the data analysis (Paragraph 3.5) was set up in a 
structured, straightforward way allowing objective repeatable data analysis.  
 
3.5 Data Analysis Technique  
 
A lot of data was gathered, therefore it was necessary to ensure all appropriate information was captured 
and sorted in a manageable and logical manner. No specific software was needed for the analysis. In order 
to be able to compare the data gathered in the case studies, the case study data was summarized and 
reduced. The data was then sorted per category, based on the outline of theoretical model, in a data matrix 
for data visualization (Saunders et al., 2010). This enabled the data to be presented in a conceptually 
coherent form, which allowed comparison. The interview results are listed in Annex D, Table 8 through 
11.  
 
Then the interview data was triangulated with the available secondary data. After triangulation, a 
classification was given to each category and contract attribute for all four cases (Table 5). The 
classifications given were Yes (Y), Partly (P) and No (N). If the contract category was present in the 
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contract according the contract manager and the proof given by him in the interview was considered 
sufficient by the researcher, then (Y) was given to that category. If the category was present according to 
the interviewee, but the proof given by him in the interview for that contract category was not considered 
sufficiently strong and conclusive by the researcher, classification (P) was given. If the category was 
considered partly present and proof was found, then also (P) was given. If the category was not present in 
the contract according to the interviewee and the proof was given in his answer, the category scored (N).  
 
The same method was used for contract attributes. The contract attributes were scored individually. If a 
contract attribute was not present in the contract based on the interviewee’s answer, the classification (N) 
was given. If the attribute was indicated present and sufficient proof was given by the interviewee the 
attribute scored (Y). If present but the proof was not considered strong enough by the researcher, a (P) 
was scored. If an attribute was considered not applicable in a specific case, it was not scored by the 
researcher.  
 
Finally a summary matrix was made in which per category a general summary is given for internally and 
externally integrated companies’ contracts, as well as a general conclusion per category (Table 6). The 
research findings were then used to find the answer to sub-question 3. 
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4 Research Results 
 
In this chapter the results from the empirical research will be discussed. The data found in the case 
studies will be presented and analyzed in Paragraph 4.1. The data will provide an answer to sub-questions 
2a through 2d (Chapter 3), which will be discussed in Paragraph 4.1 as well. In Paragraph 4.2 side results 
from the research are presented. Sub-question 3 is addressed in Paragraph 4.3.  
 
4.1 Case Studies Results 
 
In this paragraph the results from the case studies will be presented. Four case studies have been 
performed, two on internally integrated supply chains (Legering Frederikkazerne and C-130 engine 
maintenance), and two on externally integrated supply chains (Kromhoutkazerne and G-IV maintenance 
support).  
   
The case study results were gathered from primary and secondary data. The primary data has been 
gathered with semi-structured interviews - the interview results are described in Annex D Table 8 
through 11 - and has been triangulated with available secondary data. Those data have resulted in the 
case studies results, which are presented in 
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Table 5. A Yes (Y), Partly (P) or No (N) has been awarded to each contract category and contract attribute 
indicating whether the attribute was found or not (see Paragraph 3.5).  
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Table 5: Case Studies Results 
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Looking at the data from the case studies, the answers to sub-questions 2a, 2b, 2c, and 2d could be found.  
 
The answer to sub-question 2a was found when analyzing the internally integrated cases. It can be seen 
that on internally integrated companies for the two cases studied on cluster level (hard versus soft versus 
external attributes) and category level, only a different score is obtained at category Environmental/Fit. 
Thus from these results it can be indicated which categories apply and which ones do not. Categories Roles 
and Responsibilities, Cooperation, Purpose/Objective and Communication are found in the internally 
integrated cases. Category Environmental/Fit is ambivalent. Categories Interpersonal Interaction and 
Leadership and Management are not found in the case studies. On a contract attribute level however 
differences occur in the case studies results, which makes it more difficult to make a firm conclusion on 
whether the contract attribute is applicable or not for internally integrated companies. The attributes in 
category Roles and Responsibilities and Cooperation are ambiguous, while the attributes in the other 
categories are in line with each other, except for “Networking” and “Change in business environment”. The 
differences between internally integrated companies’ contracts at contract attribute level are therefore 
mainly found in hard contract attributes from the categories Roles and Responsibilities and Cooperation.   
 
Looking at the results from the externally integrated cases, the answer to sub-question 2b was found. Also 
here, it can be said that at category level only differences are found in category Environmental/Fit. On 
category level some categories from the theoretical model are found to be present, these are Roles and 
Responsibilities, Cooperation, Purpose/Objective and Communication. Category Environmental/Fit is 
undecided. Categories Leadership and Management and Interpersonal Interaction are not found in the case 
studies. On contract attribute level however, the results are not in compliance with each other for several 
contract attributes, mainly in categories Roles and Responsibilities and Cooperation. In the other categories 
on contract attribute level little differences were found. For the categories Roles and Responsibilities and 
Cooperation it is not possible to give a conclusive answer on which contract attributes are considered in 
contracts, but for the other five categories it is possible to indicate which contract attributes are regarded 
in the contracts. From the research it shows that contract attributes from categories Purpose/Objective 
and Communication are regarded, while the contract attributes from category Leadership and Management 
and Interpersonal Interaction are not regarded. The attributes in the category Environmental/Fit are not 
considered except for “Change in business environment”, in one of the case studies. Comparable with the 
internally integrated cases, the difference between the externally cases is mainly found in the hard 
contract attributes from the categories Roles and Responsibilities and Cooperation.       
 
By comparing the results between internally and externally integrated companies in the case studies the 
answer to sub-question 2c was found. On cluster level and category level, no differences are found 
between internally and externally integrated companies. On a contract attribute level differences are 
found, especially in the categories Roles and Responsibilities, Cooperation and Purpose/Objective. In the 
other four categories the attributes scored more consistent. Thus the differences between internally and 
externally integrated companies’ contracts are small, and mainly found in hard contract attributes from 
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the categories Roles and Responsibilities, Cooperation and Purpose/Objective. It is however not possible to 
be more specific on which hard contract attributes apply to the different integration levels, since the case 
studies results for the internally and externally situations are ambiguous. More results would be needed 
to give a conclusive answer.    
 
As a last sub-question, sub-question 2d was answered: “What are the differences between the 
theoretically found contract attributes and the attributes found in practice?” This was answered by 
comparing the attributes that scored (N) in the case studies results compared to the theoretical model. It 
turns out that in the category Cooperation several contract attributes scored (N) in both the internally and 
externally cases. Also in category Cooperation contract attributes sometimes scored (N), making it difficult 
to determine a general applicability for those contract attributes. Next to that, contract attributes in the 
categories Leadership and Management, Interpersonal Interaction and Environmental/Fit mainly scored 
(N). This implies that for both internally and externally integrated companies those attributes are not 
considered in the contracts. 
  
A verbal, general summary of the case studies’ results per category is presented in Table 6. A conclusion 
on the differences per category is added.  
 
 
Table 6: Summary of Results 
Category Internally Integrated Externally Integrated Conclusion 
Roles and 
Responsibilities 
Roles and Responsibilities 
are defined in the contract. 
Roles and Responsibilities are 
clearly defined in the contract. 
All case studies show that the Roles and 
Responsibilities are defined in the contract. 
Thus, in different developmental stages of 
the supply chain, this category is addressed 
in the contract. 
Cooperation 
Cooperation is addressed in 
internally integrated 
companies’ contracts.   
In externally integrated 
companies’ contracts the 
Cooperation aspect is addressed 
in the contract or in the document 
directly derived from the contract.   
The Cooperation aspect is addressed is 
both internally and externally integrated 
companies’ contracts. 
Purpose/Objective 
The Objective of the contract 
is addressed in all internally 
integrated companies’ 
contracts.  
The Objective of the contract is 
addressed in the contract.  
In both internally and externally integrated 
companies’ contracts the Objective is part of 
the contract. 
Leadership and 
Management 
Leadership and 
Management is not 
addressed in internally 
integrated companies’ 
contracts.  
Leadership and Management is 
not addressed in externally 
integrated companies’ contracts.  
Leadership and Management is not 
addressed in internally or externally 
integrated companies’ contracts.  
Interpersonal 
Interaction 
Interpersonal Interaction is 
not addressed in internally 
integrated companies’ 
contracts.  
Interpersonal Interaction is not 
addressed in externally 
integrated companies’ contracts.  
Interpersonal Interaction is not addressed in 
both contract types.  
Communication 
Communication is addressed 
in internally integrated 
companies’ contracts, but 
not always very specific.  
Communication is addressed in 
externally integrated companies’ 
contracts.   
Communication is addressed in contracts, 
but usually only addresses formal 
communication moments.  
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Environmental/Fit 
In contracts with a long 
engagement period, periodic 
bench checks and resulting 
required changes are 
addressed. No further 
remarks are addressed in 
the contract regarding 
environmental /fit.  
In contracts with a long 
engagement period, periodic 
bench checks and resulting 
required changes are addressed. 
No further remarks are 
addressed in the contract 
regarding environmental /fit.  
Although external factors are very important 
for a contract and the execution thereof, 
they are for the larger part not listed in a 
contract. Other than periodic contract 
adjustments in long-term engagements, 
external factors are not addressed.    
 
4.2 Side Findings of the Research 
 
During the interviews also some observations were done that were closely related to the research 
question, but were not part of the theoretical model.  
 
It became clear that the market segment of a contract is a differentiating factor, and that contracts are 
adapted to the market they are executed in. 
 
In all studied cases the (power) dependence12 between the two partnering companies was different.  
With the G-IV sustainment contract interview it became apparent that the relation between the NL MoD 
and Gulfstream is not equally balanced based on different stake position, which influenced the contract 
content. It was found that the aviation industry typically deals with monopolistic markets, which makes 
the partner selection different from an oligopolistic market or a polypolistic market. This has 
consequences for the partner selection, which in turn also influences the contract negotiation leverage.  
 
For the housing contracts the contract was performed on the core business for one party, the contractor, 
but on a non-core, facilitating business for the NL MoD. This influenced the management commitment.  
 
During the housing contracts interviews it was found that long-term contracts are drafted more carefully 
and well-thought through than short-term contracts.  
 
4.3 Explanatory Factors for Differences Found 
 
The research found only minor differences in contract attributes of internally integrated companies’ 
contracts and externally integrated companies’ contracts. Therefore sub-question 3, looking for 
explanations for the found differences was not answered. Instead, an explanation for the absence of 
differences is given below.  
 
During the exploration phase it was found that the differences between internally and externally 
integrated companies were the kind of partnership and the coupled relationship management. Hence, it 
                                                                    
12
 Power dependence indicates that power is a relational concept, such that the power of A is dependent on B. The exercise of power is an 
exchange of resources and so A needs B—is dependent on B—in order to exercise power (www.encyclopedia.com). 
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was expected that the results would give an indication of that difference. But in the research it was found 
that in contracts only hard contract attributes are considered and thus relationship management, which is 
considered a soft aspect, is not addressed.  Thus the distinguishing element towards more integration is 
not described in a contract.  
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5 Conclusions and Recommendations 
In this chapter the conclusions and recommendations following from this research are described.  
In Paragraph 5.1 the conclusions are set out. In Paragraph 5.2 the recommendations coming from 
the research are given.  
 
5.1 Conclusions 
 
In this paragraph the sub-conclusions and general research conclusions will be given.  
 
In the literature study all relevant aspects on partnering contracts in supply chains were 
assembled. Combining all these aspects, both hard and soft, led to a theoretical model on general 
contract attributes in supply chain contracts, where a contract attribute is defined as an individual 
element, agreement or consideration that represents a certain topic of a contract. The contract 
attributes were assembled into seven coherent categories: 1) Roles and Responsibilities, 2) 
Cooperation, 3) Purpose/Objective, 4) Leadership and Management, 5) Interpersonal Interaction, 
6) Communication, and 7) Environmental/Fit. Categories 1 through 3 are considered hard 
contract aspects, 4 through 6 soft aspects, and 7 external aspects that need to be taken into 
account in a contract.  
 
The created theoretical model was used in the empirical research. With the empirical research the 
answer was found to the research question “What are the differences between contracts of 
internally integrated companies in supply chains versus contracts of externally integrated 
companies in supply chains?”  
 
The research found that there are only marginal differences between contracts of internally 
integrated companies and externally integrated companies. 
 
On category level, no differences are found between internally and externally integrated 
companies’ contracts. On a contract attribute level differences are found, mainly in the categories 
with hard contract attributes Roles and Responsibilities, Cooperation and Purpose/Objective. In the 
categories Management and Leadership, Interpersonal Interaction, Communication and 
Environmental/Fit the attributes scored consistent.  
 
From the seven established contract attribute categories, the research showed that four 
categories are addressed in both contracts of internally and externally integrated companies. 
These are Roles and Responsibilities, Cooperation, Objective and Communication. At contract 
attribute level only the attributes from category Communication scored consistent applicable. The 
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remaining hard contract attributes scored ambiguous, therefore it is not possible to be conclusive 
on the applicability of these attributes.     
 
One category was found in both kinds of contracts, but not found in all cases. This holds for 
category Environmental/Fit. At contract attribute level from that category however only one 
attribute was found. i.e. “Change in business environment”.   
 
At category level Leadership and Management and Interpersonal Interaction are not addressed in 
either kind of contract. Also at contract attribute level it can be said that the attributes in these 
categories are not taken into account.  
 
The absence of differences can be explained going back to the main difference found between 
internally and externally integrated companies. This is the company orientation and the kind of 
partnership with coupled relationship, which is dealt with in Interpersonal Interaction. This 
category is not addressed in the contracts.  
 
Several factors were found in the research, that have to be considered with the contract 
formulation. They are: 1) the market segment the contract is executed in, 2) the power 
dependence or mutual dependence of both parties on each other in regard to negotiating leverage 
and management commitment, and 3) the period of the contract. 
 
5.2 Recommendations  
 
Following from the research conclusions, several recommendations are made below.  
 
The research indicated that on high level there are only minor differences between contracts of 
internally integrated companies and contracts of externally integrated companies. These results 
do not confirm the researcher’s initial assumptions on differences between contracts used in 
differently organized supply chains. More research should be performed to confirm the obtained 
results. This can be done in steps. A first step would be to expand the current research using more 
case studies, focusing on all contract attributes and determining, perhaps even more in depth, for 
each contract attribute if they are applicable for both internally and externally integrated 
companies’ contracts.  
 
A second step would be to use a different approach to investigate if and how supply chain 
integration is described in contracts. Although the used method resulted in clear and valid 
research results, this method was on meta-level on contract attributes. It is suggested to also look 
at contract content and contract provisions on a more detailed, verbatim level using a different 
theoretical basis and then study contracts of internally integrated companies and externally 
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integrated companies. Potentially in that case differences in contracts can be found, which will 
contribute to understand which contractual agreements need to be made in order to get to an 
integrated supply chain.   
 
Future research should also indicate if differences between commercial-to-government contracts 
and commercial-to-commercial contracts are present.  
 
As discussed, the hard contract attributes and some soft contract attributes, from category 
Communication, are described in current contracts. The other soft attributes and external 
attributes are not part of current contracts. Since all hard, soft and external attributes play a role 
in the contract, and especially the soft aspects related to relationship management in a contract 
are essential for good performance, it is suggested that in line with the findings from the 
exploration phase about having both a legal and a psychological contract in place (Ariño and 
Reuer, Paragraph 2.3.2), this contract format be incorporated in integrated supply chain 
cooperations.  
 
The subject of psychological contracts should therefore be studied more. It should be clear how 
they can be formulated and what their benefits on relational processes are. It must also be studied 
if in different stadia of partnering in supply chains different psychological contracts must be 
made. Once psychological contracts are better understood, they should be incorporated in 
practice. This will allow improvement in partnering compared to current performances.  
 
In the research several limitative guiding factors were found, which need to be taken into account 
in the contract. Since this has not been the focus of the research, this list may not be complete. 
More research should be performed to find all factors that should be taken into account in a 
partnering contract, more specific in an integrated supply chain contract.  
 
This study found only minor differences between internally and externally integrated companies. 
Going back to the initial questions behind this research, it is recommended that the study subject 
also be studied the other way around: “Should an integrated supply chain require a different 
contract which is altered for the integrated mode the supply chain is operated in?” This may lead 
to new insights into the subject of contracts in integrated supply chains, which in turn may lead to 
even better integrated supply chains.   
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6 Reflection 
In this chapter a reflection is given, both on the research results and the research process. In Paragraph 
6.1 a reflection is given on the results, the process is reflected in Paragraph 6.2. 
 
6.1 Reflection on the Results 
 
Prior to this research no knowledge was available regarding contracts used in different forms of supply 
chains integration. With this research a start was made with research into that subject. Some notes to the 
research results are given below.   
 
In the research only minor differences were found. That was explained with the absence of soft contract 
items in present contracts.  
 
Another explanation might be that the studied cases on externally integrated contrats were not truly 
externally integrated. Although they appeared to fit the profile before the data gathering started, during 
the process the cases showed also similarities with internally integrated companies, the G-IV sustainment 
case more than the Kromhout Kazerne. Taking a second look, questions about externally integrated 
companies arise. Perhaps externally integrated companies only exist to be beneficial for the company 
itself rather than the supply chain as a whole, thus in fact being internally integrated. Or perhaps they can 
only exist when companies are not in a supplier-customer relationship, but equally balanced as partners 
in a supply chain with the same stakes in that supply chain. Or even stronger, can truly externally 
integrated companies exist or can they only exist in theory?  
 
The found study results were not in line with the researcher’s expectations. While the findings from the 
exploration phase demonstrated differences between internally and externally integrated companies 
exist, in contracts no differences were found. This leads to another question: “If more integration is not 
found in different attributes for those kind of contracts where is it found?” Is it only found in soft aspects, 
which are currently not defined in a contract? Or is it found by how operational attributes are defined in 
the contract? Thus how it is defined becomes the important factor? Or is it found somewhere else, such as 
in operational procedures or in the minds of all actors in the integrated supply chain? When an answer 
would be found to these questions, new insights into integration in supply chains will be present. In turn 
that will contribute to better understanding how to develop integrated supply chains. That is if truly 
integrated supply chains exist.     
    
Looking from a distance to the contract attributes and contract content, it can be said that a present day 
contract is merely giving inputs to the cooperation and setting boundaries by giving different kinds of 
specifications which results in interactions with the operations. Psychological contract attributes, which 
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address the soft side of a cooperation, however have interactions with both relations and operations. The 
interaction between psychological contract attributes and the relational realm is easy to understand. The 
relation between psychological contract attributes and the operational realm is also comprehendible once 
realizing that the execution of the contract is also determined by the psychological contract. This insight 
can lead to a revision of the Three Realms Model by Vosselman et al. (2009), which states there exist 
interactions between the contractual, relational and the operational realm in partnering. Their contractual 
realm however can be redefined. The redefined contractual realm consists of two parts: a legal and a 
psychological contract. The legal part of the contract has interactions with the operational realm but only 
as boundary setting, where the content of the legal contract is defined by among others environmental 
factors. The psychological part of the contract has interactions with both the operational and relational 
realm.  
 
The found factors that need to be taken into account when formulating a contract give limitations and give 
guidance to the contract and as such are limitative, guiding factors to the three realms and the interactions 
between them.  
 
The Revised Three Realms Model is depicted in Figure 6.  
 
 
Figure 6: The Revised Three Realms Model Based on Three Realms Model, Vosselman et al. (2009) 
 
More than a paper document when partnering, the need for both a legal and psychological contract is 
something that management and senior management should take into account. It involves a bigger focus 
on the relational aspect, on the soft side of the cooperation, on commitment to the contract, which will in 
turn enhance the operations. This is shown in the Revised Three Realms Model, which gives better insight 
into the real dynamics between the operational, relational and contractual realm. By having a 
psychological contract, the partners are all able to address the soft side of the partnering, which can 
sometimes be critical for the existence of that partnership.  
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The Revised Three Realms Model should be validated in future research. Also here another question 
arises, do the operational and the relational realm consist of two complementary parts as well.   
 
6.2 Reflection on the Process 
 
When reflecting on the process of the research some remarks can be made. The research set-up 
contributed to a structured and streamlined research process. Formulating the right research subject and 
research question took considerable time. Looking back, this time was needed to truly grasp the meaning 
of the research subject and question.  
 
The process of the exploration phase by literature study was smoothly and enjoyable, since the research 
subject came to life in this phase. A lot of theory was available that was related to this research, although it 
proved more difficult to find recent studies than older ones. The process of the exploration phase led to a 
straightforward redefining of the research question and underlying sub-questions.  
  
Once the research question was fully defined, the research method had to be defined. When it was clear 
that a well thought-through research method paved the way for an smooth empirical research, the 
research method was described systematically and purposeful. Finding the right case studies was not 
easy, especially considering the time frame. When the right cases were found, performing the case studies 
was easy and pleasant. The analysis of the data gathered in the first two interviews would have been 
easier if the interviews would have been done more structured than happened. But since the interviews 
all have led to the required data and more, this has had no effect on the research results. In the analysis 
phase it took, although expected, some time to comprehend and grasp the obtained data. It turned out that 
working very structured was key for a successful project. When the analysis was complete, the last step of 
conclusions and recommendations was easy, because it logically resulted from the research. The whole 
exercise of the research has not changed my view of scientific research, since this was my second 
graduation research project.  
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Annexes 
 
 
 
 
 
 
I 
Annex A Terminology Used in Theoretical Model 
 
 
 
 
 
 
II 
 
 
 
III 
Annex B Interview Questions 
The interview questions are divided into two parts: the first set of questions is general of nature; the 
second set of questions is related to and based on the theoretical model from the exploration phase. The 
theoretical model will be used as baseline for the formulation of the interview questions.  This means the 
interview questions will address general contract aspects and contract attributes - hard factors (roles and 
responsibilities, cooperation, purpose/objective), soft factors (leadership/management, interpersonal 
interaction, communication), and environmental factors.  
 
Table 7: Summary of Theoretical Model on Contract Attributes 
Hard Roles and responsibilities A 
 Cooperation B 
 Purpose/objective C 
Soft Leadership/management D 
 Interpersonal interaction E 
 Communication F 
Environmental Environmental/fit G 
 
Questions: 
 
Introduction of the interview:  
1) Explanation of research goal, research question and earlier performed research parts;  
2) Definitions of concepts used in the research.  
 
Face sheet info:  
Name, Age, position in company (specialization), years in company, years in position, how involved in 
contract. 
 
General questions: 
* How many (partnership) contracts does your company have?  
* If more than one, can the (partnership) contracts be clustered into type of product/service categories or 
cooperation type? 
*Does the company have similar contracts and since when? 
 
*What is the contract about (general description)? 
*How old is the contract? And for how long is the contract? 
*What was the reason for the contract? 
*What are the contractual attributes? General impression of interviewee 
*Are there next to the contract documents that contain information on the contract, such as a Customer 
Support Manuel or a “psychological contract”? What is described in it? 
 
 
 
IV 
(A) Roles and responsibilities: 
*Are roles and responsibilities defined in the contract? 
*How are the roles and responsibilities in the partnership defined? 
 
(B) Cooperation: 
*Is there cooperation defined in the contract? 
*What kind of cooperation is there? (Explain results from literature study) 
 
(C) Purpose/objective: 
*Is the purpose of the cooperation clearly defined in the contract? 
*How is the purpose of the cooperation defined? 
*Does the purpose of the cooperation align with the purpose of the companies or is it substantially 
different? 
 
(D) Leadership/management: 
*Is leadership and/or management defined in the contract? 
*What kind and which level of leadership involvement is there in the contract? Please explain. 
*How is the (sr) management committed? 
 
(E) Interpersonal interaction: 
*Is interpersonal interaction defined in the contract? 
*What kind of interpersonal interaction occurs in the contract between the partners? (Explain results from 
literature study) 
 
(F) Communication: 
*Is communication defined in the contract? 
*How often is there an interchange of information and how is it communicated? 
 
(G) Environmental: 
*Are environmental aspects defined in the contract? 
*Is there a regular business environment check? Does it lead to changes in the contract? 
*How is the (customer) relation? How is the customer relation managed? Please explain.  
 
Questions to internally integrated company:  
*Why has the company chosen for a contract like this? 
 
Questions to externally integrated company:  
*Why is chosen for a partnership contract? 
*If possible, please indicate what are the differences in contracts with the time when company was 
internally integrated? 
 
 
V 
*If possible, please indicate what are the differences in the business operations with the time that the 
company was internally integrated? 
 
 
 
VI 
 
 
VII 
Annex C Case Studies Descriptions 
Contract Legering Frederikkazerne, Interview with drs. A. van der Haar, Senior Contract Manager 
Integrated Contracts, Defensie Vastgoed Dienst  
 
The contract is between Defensie Vastgoed Dienst (DVD), see Annex E, and construction company 
Heijmans. Heijmans is a stock market listed company active in the field of real estate, housing, utilities, 
roads and civil. Their turnover in 2011 was €2.4 billion.  
 
The contract is about the development of a sleeping facility project on the Frederikkazerne in The Hague. 
It is a Design, Construct and Maintain contract for a period of 25 years. The maintain phase will start in 
October 2012 for 30 years. It is the first contract within DVD with Design, Construct and Maintain aspects.  
 
The contract is based on “Uniforme Administratieve Voorwaarden voor Geïntegreerde Contractvormen” 
(UAVGC) contracts, used in commercial construction contracts.   
 
Contract Kromhout Kazerne, Interview with ir. Rene Groenen, Senior Contract Manager 
Kromhoutkazerne, Defensie Vastgoed Dienst  
 
In 2005 the project organization Public Private Partnership (PPP) “Kromhoutkazerne” was established. 
The PPP was created to establish a new barracks in Utrecht for 3000 workplaces. This project is a pilot 
project for the NL MoD on PPPs, and is the biggest in the Europe in the area of housing and facilities. The 
process started with a public tendering phase from July 2006 till January 2008. In 2010 the first delivery 
for 2400 workplaces took place, in July the 2nd 2012 the final delivery with an additional 1000 
workplaces took place.  
 
There are several users of the Kromhout Kazerne: the operational command of the Royal Netherlands 
Army (CLAS), some divisions of Commando Diensten Centra (CDC), and parts of Defensie Materieel 
Organisatie (DMO), see Annex E.  
 
In the PPP, the NL MoD has a Design, Build, Finance, Maintain and Operate (DBFMO)-agreement with 
Komfort BV for 25 years, meaning all these services including facility services are outsourced to Komfort 
till 2035. In Komfort BV three parties participate: Ballast Nedam, Strukton and John Laing. The services 
are taken care of by Komfort Exploitatie Maatschappij, which has been divided in Strukton Worksphere 
for hard services and ISS for soft services.  
 
Strukton had previous experience with 5 DBFMO projects before participating in the team of Komfort, ISS 
had done several projects as well.  
 
The total contract, including output specifications, is 4000 pages. The project is around 450 million euro. 
Compared to a traditional contract the PPP contract is aiming for a 15% cost reduction, with a set price 
per month.  
 
Contract C-130 Engine Maintenance, Interview with Eelco Keizer, Contract Manager C-130 Support, 
Defensie Materieel Organisatie  
 
The Royal Netherlands Airforce (RNLAF), see Anex E, operates four C-130H-30 Lockheed aircraft. These 
aircraft are used for transportation of troops and materiel and in humanitarian crises. Per aircraft four 
engines are installed. All aircraft are operated by 336 Squadron, which is based at Eindhoven Airbase in 
The Netherlands.  
 
All RNLAF C-130’s are equipped with Rolls Royce T56-A-15LFE engines, installed in p/n 3329882-1 QEC 
assemblies, and with Hamilton Sundstrand 54H60-117 propellers. Currently, the RNLAF inventory 
consists of 18 QEC’s (i.e. 16 installed and 2 complete spares) and 19 propeller assemblies (i.e. 16 installed 
and 3 complete spares).  
 
 
 
VIII 
The contract is between the Netherlands Defense Materiel Command, Defensie Materieel Organisatie 
(DMO), see Annex E, and Vector Aerospace, which is a United Kingdom based company. Vector Aerospace 
performs helicopter and fixed wing engine repair and overhaul, and has seven principal Original 
Equipment Manufacturer (OEM) designations. Their repair and overhaul facilities located throughout 
North America and the UK offer several in-house capabilities. 
 
The contract describes the services to be performed by the Supplier related to Maintenance and 
Engineering Support of the engines, QEC’s, propellers and components thereof, as installed on RNLAF C-
130H(-30) aircraft. The contract started 1st of March 2008 and runs for 5 years.  
 
The arrangement is based on a Firm Fixed price cost calculation based on the following formula: 
estimated number of Fleet Flight Hours for the Contract Year concerned x PBTH hour tariff including all 
costs for maintenance such as materials, labor, profit margin, and surcharges with the exclusion of 
transport costs EXW and VAT. The Power by the Hour charge excludes maintenance activities on 
Components fitted to any engine, QEC or propeller received for repair. 
 
Contracts G-IV Engineering and Maintenance Support, Interview with Lody Overdijk, Contract 
Manager G-IV Support, Defensie Materieel Organisatie   
 
The RNLAF operates since 1995 one G-IV Gulfstream aircraft. This aircraft is used for transportation of 
and command station for military authorities, as well as inspections. In the aircraft two engines (Rolls 
Royce Tay Mk 611-8 turbofan) are installed. The aircraft is operated by 334 Squadron, which is based at 
Eindhoven Airbase in The Netherlands. At this stage, phase out is planned in 2025.  
 
Currently there are four maintenance support contracts between the Netherlands Defense Materiel 
Command, Defensie Materieel Organisatie (DMO) and Gulfstream, which is a United States based 
company. The contracts started in 2008 and have a contract period of 5 years.    
Gulfstream maintains the largest company-owned product support network in business aviation. They 
offer a wide range of services, enhancements, spares, support functions and technical publications. They 
operate 10 company-owned service centers worldwide. They maintain 14 authorized warranty centers 
and line-service facilities on six continents and have positioned a $1.2 billion parts inventory at strategic 
locations around the world.  
The four contracts will be replaced by one Total Support contract in 2013, which will have a contract 
period of 4 years with the possibility of three times an extension of three years. The current contracts 
describe the services to be performed by Gulfstream related to maintenance, logistics, engineering and 
technical documentation support.  
 
In the arrangement a fixed fee is paid per year for 1200 hours of program management performed by 
Gulfstream. For all maintenance and logistics activities is paid separately.  
 
 
 
 
 
 
IX 
Annex D Case Study Data Matrices  
 
Table 8: Case Study Interview Housing Frederikkazerne  
Category Housing Frederikkazerne 
Roles and 
Responsibilities 
Removed for confidentiality  
Cooperation  
Purpose/Objective  
Leadership and 
Management 
 
Interpersonal 
Interaction 
 
Communication  
Environmental/Fit  
 
Table 9: Case Study Interview Kromhout Kazerne 
Category Kromhout Kazerne 
Roles and 
Responsibilities 
Removed for confidentiality 
Cooperation  
Purpose/Objective  
Leadership and 
Management 
 
Interpersonal 
Interaction 
 
Communication  
Environmental/Fit  
 
Table 10: Case Study Interview C-130 Engine Maintenance 
Category C-130 Engine Maintenance 
Roles and 
Responsibilities 
Removed for confidentiality 
Cooperation  
Purpose/Objective  
Leadership and 
Management 
 
Interpersonal 
Interaction 
 
Communication  
Environmental/Fit  
 
Table 11: Case Study Interview G-IV Sustainment 
Category G-IV Sustainment 
Roles and 
Responsibilities 
Removed for confidentiality 
Cooperation  
Purpose/Objective  
Leadership and 
Management  
Interpersonal 
Interaction 
 
Communication  
Environmental/Fit  
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Annex E Netherlands Ministry of Defense Organizational Chart 
 
